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Although every Bank which keeps n reserve of Gold regulates the amount of Credit it issues by reference to its stock of Gold, the proportion between Gold and Credit is not invariable. Under varying conditions a greater or less amount of Credit will be issued against the same amount of Gold. Hut each Bank has its own rule on the subject and the proportion between liabilities and Gold which any specified Hank considers safe does not vary greatly within any definite period of time which may be chosen. The general tendency, no doubt, is towards issuing a larger amount of Credit on Reserves of the same magnitude.
Some exchanges are effected without any use of Gold or of Credit based on Gold. Such exchanges are those which are effected by passing token coins (silver, copper, or bronze) from hand to hand. A rise in the Prices of commodities causes no additional demand for Gold in so far as commodities arc bought and sold for token coins and a fall in such Prices sets free no Gold for other purposes.
In India, for example, the production of commodities, as well as general trade and commerce, might increase to any extent, and internal prices and wages might rise enormously, without any increase in the demand for Gold as Money so long as the currency in use was confined to the silver rupee. Such changes would lead to an